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Selective Service 


Reams of “copy’’ have been written concerning the government and 
the recent Plebiscite and much bitterness has been created because of sec- 
tional differences in this connection. 

We have not the slightest desire to labor the point or to add fuel to 
the fire but we do think that not sufficient consideration has been given to 
the matter of selective service conscription. 

We seem to remember in the rather dim and distant past, some govern- 
ment ruling which stated that Accountants, for instance, should not be 
allowed to enlist. 

Maybe that was because at that time the various government services 
were in need of such men. We don’t hear anything of this ruling now, 
perhaps because the same government services are pretty well supplied. 
But what of industry? And what of Public Accountants? 

Industrial offices and Public Accounting offices have been pretty well 
cleared of young accountants and cost accountants and as the government 
piles more and more work of an accounting nature on industry it also, at 
the same time, takes away from industry and from the various public 
accounting offices the men who are trained in a great measure to do this 
work. 

It makes no difference whether or not a man is an Accountant, a Cost 
Accountant, a Toolmaker or a Machinist or even a street sweeper, when his 
class is called he is medically examined’ and if fit, is sent to a basic training 
centre where a rifle is stuck on his shoulder and he is told to march without 
any consideration whatever being given as to whether or not he would be 
much more valuable to his country by staying in Canada and doing his 
regular job. We believe many of them would and they would make the 
work of government inspectors much easier in many cases as well as taking 
a lot of the headaches from hard-pressed industrialists. 

The point is that many of these men are badly needed here. They 
cannot be replaced except at the price of numerous errors, some large, 
some small, and of additional work for already overworked seniors. 

The same applies in the matter of toolmakers and other trades but, at 
the moment we are concerned with accountants and cost accountants. 

These men are valuable to their country right here; they would do 
much more good for their country by staying here on the job. 

But, because they volunteer for Active Service after being called up 
for Home Service, they are making it possible for government ministers to 
say that the volunteer system still works. 
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Of course it works, at the price of efficiency in industry no matter 
which way you look at it, and don’t let us make the mistake of thinking it 
is really voluntary. 

Wouldn't it be far better for the government to place each man where 
he belongs, either in the Army, or Navy, or Air Force, or on his job? We 
may have a Selective Service system but we haven’t seen it working yet and 
in the meantime hundreds of men are being inducted into the forces when 
they and the country would be much better off if they were kept doing 
their ordinary, everyday job. 

The point is that if industry is to carry on then accounting staffs cannot 
be depleted any more than is the case right now and heaven knows they 
are badly depleted now. We are not making a plea for a special class to 
be exempt from military service as such but for some plain common sense 
to be used in the matter of conscripting men for service. Let's have a little 
efficiency about this service business, and, if we had all-out conscription 
we are inclined to think that the men most needed at home would be kept 
at home. 





Across the Secretary's Desk 


Once again we have concluded an annual meeting and once again we 
have to record that it was the best ever. 

This seems to be the usual thing, but it is a fact that these meetings 
grow in importance as the years go by and the volume and value of the 
business accomplished grows also. 

Certain things were left out of the program this year as compared 
with others and the activities were limited to one day for the meeting itself. 

However, the volume of the business discussed was really something 
and I believe everyone left for home convinced that more had been accom- 
plishd than ever before at these annual gatherings. 

The relations between Provincial and Dominion organizations was 
straightened out to the satisfaction, I believe, of all and this fact should 
result in an even better organization than we have had in the past. 

Delegates were present from Montreal, Toronto, Hamilton, Kitchener, 
Niagara, Ottawa and Windsor chapters, and outside of the luncheon when 
the Toronto chapter provided some really fine entertainment, it was all 
business, that is except the reception to visiting delegates on Friday night 
by the Toronto chapter. 

The Toronto boys really did themselves proud and I know that the 
visitors left for home with very happy recollections of their visit to Toronto. 

For me, it was a hectic experience with five distinct and separate meet- 
ings from Friday evening to Saturday afternoon, but it was a delight to 
meet again so many men who, through association in our Society, have be- 
come firm friends and to welcome such fine fellows for the first time to an 
annual gathering as Randolph Hartin and Jack Benson, of Ottawa; Ernie 
Hutchinson, of Windsor, and Vic Madge and Jack Bancroft, of Montreal. 


Among the visitors to the annual meeting itself for the first time were 
many and I know they thoroughly enjoyed it. Frank Purdon, Harry Gal- 
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lagher, Herb. Hector, Charlie Colbert, Bill Baillie, Mel Walker and Fred 
Stout, of Hamilton, came along, several from Toronto who had not previ- 
ously attended these gatherings were also present, and they intend to be 
present for others in the future. 

A feature of the luncheon, apart from the entertainment and the prize 
drawing, was the manner in which the members from various chapters 
“mixed” so well. Accountants are supposed to be a rather reserved lot but 
one would not have thought so from a glance at the tables. 

All in all, it was a most pleasant affair and from the business accom- 
plished at the various meetings we can look forward to a most prosperous 
future. 

The new officers are, for the most part, well known and well tried. 
Percy Wright the new President, has been an earnest worker for many 
years and, I know, will make a fine prexy. “Hal” Hetherington has been 
chairman of the Toronto chapter and is at present Vice-President of the 
Ontario Society; Eddie Loiselle has been chairman of the Montreal chapter 
and a director of the Dominion Society for many years. Walter Furneaux 
retains the position of Honorary Treasurer, which he so ably filled last 
year, and the new Honorary Secretary is Ernie Hutchinson, of Windsor. 
“Hutch” is a newcomer to the board but he is a past chairman of the 
Windsor chapter where he has done very valuable work and his selection 
was a most popular one. 

And so we complete one year and commence a new one. Prospects 
are very bright for a year even better than a most successful one last year 
but this is up to you as much as to the officers and directors elected at this 
most successful annual meeting. 

Since the last issue of “Cost and Management’, we have had to record 
the untimely death of Milton A. Kranch, late Secretary of our Ottawa 
chapter. Milton had been secretary since the Ottawa chapter was organized 
and had endeared himself to all members there. Recently he was elected 
Vice-Chairman and his place will be hard to fill. It was my privilege to 
work very closely with him for quite a period and the society has lost a 
fine member and worker. This writer has lost a very dear friend for as 
one came to know Milton Kranch, one came to realize what a fine friend 
he was. ss 


R. D. 


New Members 
Toronto Chapter. 


B. Hattin, C.P.A., Hattin & Hattin, Toronto. 
J. T. Bonham, Goodyear Tire & Rubber Co. Ltd., New Toronto, Ont. 
R. J. Smith, Diamond State Fibre Co. Ltd., Toronto. 
C. C. Livingston, Don Avon Marketeria Ltd., Toronto. 
Hamilton Chapter. 
B. Withers, Hamilton Bridge Co. Ltd., Hamilton. 


Ottawa Chapter. 
W. J. Mascuich, Royal Canadian Air Force, Ottawa. 
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Literature Received 


The following articles have been received and are now available to 
members from our library on loan for a period of thirty days: 
The Cost Accountant and Time and Motion Studies. 

N.A.C.A., May 15. 

A most interesting article on a subject which Cost Accountants 
generally would be well advised to study. 

The Destruction of Old Records as a Wartime Measure. 
N.A.C.A., May 15. 

A most timely article which should be of real interest to all those 

engaged in an accounting or administrative capacity. 
Salary and Wage Administration. 

N.A.C.A., June 15. 
Job Evaluation for Salaried Positions. 

N.A.C.A., June 15. 

These two articles supplement each other and deal with a subject 
of vital interest. The first article provides an overall picture of salary 
and wage administration with emphasis on job and salary evaluation. 
The second article is a case study, dealing with a salary evaluation plan 
recently, established. 

Principles for Determination of Costs Under Government Contracts. 

This is a special bulletin issued by the National Association of 
Cost Accountants and presents a basic outline of the principles accord- 
ing to which costs may be determined under contracts with the U.S. 
War and Navy Departments. It has been prepared by Eric A. Camman, 
Chief, and Maurice E. Peloubet, Assistant Chief, of the Accounting 
Advisory Branch of the War Production Board. 

Industrial Control. 
The Accountant, May 2, 1942. 

A most illuminating article of much interest to all those engaged 
in industry. 

Women of the Staff—How and What They Can Contribute. 
The N.Y. C.P.A., May. 

An article of real interest to those engaged in the Public Account- 
ing field. 

Changing Concepts of the Responsibilities of the Accountant. 
N.Y. C.P.A., June. 

An extremely fine article by Victor H. Stempf, C.P.A., and one 

which should be read by all Public Accountants. 
Accounting for Gold Mines in Canada. 
The Canadian Institute of Mining and Metallurgy. 

A most complete and very interesting article of real interest to all 
those engaged in Gold Mining. By E. D. Fox. 

Production Control in a Foundry. 
N.A.C.A., June 1. 

A most complete and up to date article on a timely subject which 

should be of interest to all engaged in Foundry production. 
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Volume and Costs 


By L. W. IRWIN, A.F.LA., A.A.LS., A.C.A.A. 
(Reprinted by kind permission of The Australian Accountant) 

Sales managers and other executives often speak of and use the term 
“Consumer Demand” and endeavor to devise ways and means to stimulate 
this apparently desirable feature. Those who think in these terms consider 
that the sole criterion of efficiency is that the sales figures shall be as large 
as possible. ‘The bigger, the better” is the motto that they tack over their 
desks, and all efforts appear to be bent in that direction, hence large adver- 
tising campaigns, field surveys and other methods used and undertaken, 
without regard to the inevitable consequences. 

In some cases, these features may be desirable, but some forethought 
as to the effects of increased volume upon profits is vitally necessary. 

The extension of Cost Accountancy into the fields of distribution and 
selling activities, and into the realms of managerial guidance has and is 
eliminating the mere blind guesswork that often takes place. 

Costing has ceased to be the mere recording of historical data, and 
with the recognition of its economic aspects it is taking its place among 
the predictive sciences. The modern executive realizes that he can no longer 
be concerned with the doings of yesterday, but that he must be vitally con- 
cerned with the effect of decisions, made to-day, upon to-morrow’s profits. 

Thus, the need has arisen for men who are conversant with the prin- 
ciples of Industrial Accounting, and the ability to utilize the knowledge 
for the benefit of executive decision. Thus, the Cost Accountant is daily 
becoming more necessary than ever to the administrative personnel. 

Increased Volume and Costs 

The effect of volume has a considerable bearing upon profits. Increased 
volume may or may not have a definite effect on price, or the amount of 
revenue that is to be obtained for the unit of production. 

This factor depends upon many elements, and reflection shows that 
price alone is not the decisive element. 

Industries may be classified into two principal sections: 

1. Those that depend upon orders, before production is commenced, 

such as the heavy engineering industry; and 

2. The manufactory class, where articles are produced before any 

definite contract of sale is entered into. 

In the first class, volume is not the keynote, but the industry is con- 
cerned in a more direct manner with the demand for the particular product, 
and seeks to obtain a fair share of the available market. Prestige and good- 
will are important assets. 

But the second class, which has already manufactured its product, must 
do all in its power to dispose of its goods within a reasonable time. Here 
price becomes an important variable factor, and the constant tendency to 
lower prices in order to increase volume and maintain production is ever 
present, and is often a desirable means of overcoming sales resistance. 

The effect of increased volume may result in lower raw material costs, 
by the ability of the organization to buy greater lots, which gives enhanced 
bargaining powers and reduces the costs of shopping. However, a rapid 
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increase in demand may offset any gains by creating a temporary rise in 
prices until new supplies are brought forward. This may easily occur where 
supplies are imported or are of a limited nature. 

Greater sales may reduce manufacturing costs, by creating more accurate 
large-scale production. The assembly line is an outstanding example of 
this. But even so, this large increase may prove disastrous for an organiza- 
tion that expands without sufficient consideration of its ultimate effects. It 
is not the costs of actually making and selling, but rather it is the costs 
of providing capacity to make and sell that counts. 

The increase in fixed costs appears to be the deciding factor in the long 
run. This occurs because demand fluctuates according to habits and whims 
of the consumer, and necessitates a close study of the incidence of the 
business cycle peculiar to the industry concerned. If the increased volume 
will utilize present idle plant capacity, larger quantities may easily be made 
and sold without providing additional capacity expenditure. It is always 
necessary to consider whether the peaks and lows of activity are to be filled 
or levelled, or whether the normal capacity production figure is to be set 
at a new high. 

Limitations of capacity may not only be due to idle plant, but can 
easily be set by the lack of raw materials, and the need for more highly 
skilled labor. This latter state may only be transient. Spare capacity in 
trained personnel is not always available, as evidenced by the conditions 
existing at the outbreak of war when fitters and turners and many other 
occupations were sadly depleted of skilled artisans, due to the depression 
and the cessation of training facilities. 

Consideration of this aspect involves three important primary conditions 
which may exist in industry. They may be summarized as under: 

Firstly, where the capacity of production exceeds that of selling. In 
these circumstances, it is important to consider whether the proportion of 
manufacturing costs, e.g., material, labor and overhead, that can be saved 
by accepting an order. This depends upon the length of the business cycle. 
If it is likely to be of short duration, it may be profitable to sell at below 
actual costs, e.g., allow a part of the fixed costs to remain uncovered, but 
if the cycle is to be of a long and permanent duration, consideration must 
be given to the necessity to reorganize rather than continue to spend money 
that cannot be recovered in the selling price. 

Secondly, when the productive capacity and the selling capacity are 
nearly equal, it is at such periods that no idle capacity of any importance 
occurs, and any increase in the volume of sales will result in lower unit 
costs. Thus, if the volume falls away no saving in the cost of providing 
existing capacity will take place, but if a substantial increase in volume 
occurs it cannot be met until an equal amount of capacity becomes avail- 
able. Thus, it would pay to curtail orders, until such time as the price 
that the consumer is willing to pay increases sufficiently to cover all addi- 
tional costs brought about by the increased capacity of the plant. 

Thirdly, the selling capacity may exceed the capacity to produce, as 
at such periods as during the upward swing of the business cycle. In these 
circumstances, before any expansion of capacity is undertaken, consideration 
of the possible downward movement of the cycle must be given and the 
extent that the “low” is likely to drop to. This is necessary in order that 
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the idle capacity during this movement will not be too great. This requires 
an estimate of the increased costs of a fixed nature that may be involved 
in providing the greater capacity. 

If it is believed that the cyclical fluctuation is only temporary, the 
demands of the regular consumers could be catered for, and as far as is 
possible, the remainder of the limited capacity may be used to satisfy in 
part the needs of the irregular consumers. 

It will be seen that the relationship between the selling price and the 
cost of production is elastic, and varies with the movement of the business 
cycle, but at no period should it cover less than the differential cost that 
could be saved in not making and selling. 

The relationship is influenced by the efficiency of the organization, and 
the age and nature of the product. To assist and counteract the effect of 
the business cycle, it is not uncommon for an organization to manufacture 
several lines or kinds of products, which are complementary to each other. 

These joint products contribute to the profits of an organization, and 
are often accounted for in terms of complete costs, and what may be the 
complementary line to-day can easily become the principal line of to- 
morrow. 


Conclusion 


The Cost Accountant has in these fields a scope for research which is 
unlimited and which can be of practical assistance to the management. 

His functions lend themselves for this work more than any other 
executive, as his training has been of an analytic nature. 

Like the statistician he should be able to gather his data, discarding 
that which is useless and weighing the effects intelligently. It is upon 
these lines that industry of to-morrow will seek efficiency. 





The Cost Accountant and Time and 
Motion Studies 


By A. E. WEROLIN, Partner, 
McKinsey & Co., New York, N.Y. 
(Published by kind permission of 
The National Association of Cost Accountants) 


The analysis of manual operations has been an accepted procedure for 
over fifty years, but despite this fact there is considerable confusion regard- 
ing the meaning and objectives of “motion study” and “time study.”  In- 
consistencies in the methods employed, and frequent assurances that these 
particular analyses represent the panacea for all manufacturing problems 
have resulted in many divergent opinions regarding their efficacy and, also, 
in equally as many disparaging results. 

Much of the confusion has resulted because a large number of terms 
have been devised and are used to describe certain phases of motion and 
time studies, such as: methods study, work simplification, production study, 
micro-motion study, process study, and several others. Their individual 
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meanings and relationships to motion and time studies have not always been 
made clear. In addition, revolutionary techniques and equipment—a true 
indication of advancement—have appeared with such rapidity that it is 
becoming increasingly important for a technician or expert to give careful 
thought to their use and application. 

Furthermore, and unfortunately, practices of an unethical sort have 
trickled into this field, arousing suspicion and distrust—retarding the real 
and honest purposes of motion and time study work—and making it diffi- 
cult to apply the simple and straightforward thinking so urgently demanded. 

Stated simply, motion study is “the observation of an operation to see 
how it is done, in order to improve it.” This entails studying the motions 
used in any work with the expressed objective of discovering an improved 
way of performing the operation. Time study can be defined as “the 
measurement of the time required to perform an operation.” 

This essentially describes what the technician should propose to under- 
take in making motion and time studies. You will notice that these analyses 


are mentioned in reverse order from that commonly used because logically 


these studies are made in this order: (1) motion study and (2) time study. 
Of the two, motion study is the more important, for only after the correct 
motions have been developed and put into use is it practical to follow with 
a time study. 
Objectives and Definitions 

(a) Motion Study 

The question is often asked about motion study: “What does this type 
of analysis accomplish ? 

It results in: 

1. INCREASED PRODUCTIVITY: By the elimination of unneces- 
sary, poorly-devised and ineffective motions. 

2. REDUCTION OF FATIGUE: By shortening the necessary motions 
and by proper designing of working area, equipment and tools. 

3. INCREASED SAFETY: By reducing fatigue and creating correct 
work habits and uniform rhythm in the work cycle—this is a natural result 

4. IMPROVED QUALITY: By setting up standardized manufactur- 
ing methods. 

(b) Time Study 

What about time study? What are its purposes 

A scientifically made time study seeks to arrive at a standard time or 
standard rate of production which may be used as a basis for: 

1. Accurate labor costs and other cost standards. 


5 


2. Estimating prices. 

3. Production control. 

4. Wage payment—as a basis for some type of incentive or bonus plan 

The roads that lead to these have varied; scopes have widened; tech- 
niques have improved, and more accurate equipment employed. Funda- 
mentally, however, the objectives have not changed. 

(c) Other Terms 

We often hear new and startling terms in this field, and occasionally 
even their meanings differ. In general, the following definitions apply: 
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work, but it is a much broader phase of industrial engineering in that it 
considers, before undertaking a detailed motion study, the flow of work 


the layout of equipment, the planning and scheduling routine, the types of 
this approach. 


either to the entire process or to a series of operations. “Process Study” is 


motion economy and in the micro-motion techniques. 


picture camera for making detailed motion studies, which result in a graphic 
visualization of both motions and time. 


study work were never clearly defined or appraised, and it is frequently 


more or less plays the role of an orphan. It is not uncommon to discover 
such departments under the supervision of the cost department, controller, 
treasurer or personnel manager. If we believe that this study has real 
value, why not give it an important place in the manufacturing organiza- 


be placed on the type of men. Their work will continually bring them in 
make recommendations; there will be disputes to settle. How effective) 


this work is done is reflected in the attitude and general tone of the shop. 


If the department has prestige and authority, and the right kind of tech- 


In a plant that is properly organized, the head of the time and motion 
study department should be directly responsible to the highest ranking pro- 


engineering and should have a sufficient background of cost and accounting 


The major responsibilities of the motion and time study department 
should be: 


cost accountant should compute and arrange the cost data so as to quickly 
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METHODS STUDY—this term includes motion and time study 


a plant, or office, and each department. The processes involved, 


s and equipment used, and other related factors are also studied in 


OVER-ALL MOTION STUDY-—this covers motion study applied 
term for this type of analysis. 
WORK SIMPLIFICATION—this term is commonly used with refer- 


over-all motion study, though as currently practiced a great deal of 
s is placed on foreman and employee training in the principles of 


MICRO-MOTION STUDY—this term applies to the use of a motion 


Place in Organization 


many companies the function and purposes of motion and time 


hat the time and motion study department is poorly staffed and 


yng with the necessary complement of trained personnel? Not only 
utmost importance to have trained men, but much emphasis must 


with all of those engaged in the manufacturing process; they must 


then the employee's attitude will be one of confidence and respect. 


executive. He should be trained to cover all phases of industrial 


n order to work closely with the cost accountant of his company. 


Study motions, methods, processes, and equipment. 

Study plant and departmental layout. 

Establish and maintain time standards. 

Assist in setting up and operating wage plans. 

Analyze cost data. 

s last responsibility should be considered a joint endeavor. The 
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and definitely point out the “high cost spots.” Together with the motion 
and time study engineer the high-cost causes and remedies should be deter- 
mined and preventive or cost reduction measures put into effect. 

The cost accountant is in an excellent position, furthermore, to help sell 
both top management and labor on the possibilities inherent in motion and 
time study work. If, in his cost reports and daily contacts, the cost account- 
ant can convince the management that such work should be properly under- 
taken, and the employees that such work will be properly undertaken,— 
and both management and labor that such work will always be necessary, if 
the company is to survive and grow—then the cost accountant is rendering 
another essential service to his company. 


Factors To Be Considered 


(a) Attitude of Labor 

A great deal of the labor unrest that we have been witnessing is directly 
traceable to inadequate consideration of labor’s attitude toward changes in 
management policy. The improper and abrupt introduction of motion and 
time studies in many factories has resulted in the common usage of such 
words as “regimentation,” “speed-up,” “slave-driver,” “human machines,” 
etc. Consequently, to-day, unions are demanding a greater voice and par- 
ticipation in the determination of the methods and standards of work. To- 
day workers want to be sure that the principles applied are sound and 
equitable. Very often they do not understand the necessity of this type of 
work. Because of earlier abuses, a strong antagonism has developed toward 
any study that may affect their wage rates. 

Capable managements have recognized this situation and it is not 
unusual to hear of active union collaboration in motion and time study 
work. During the past year we have found plant employees in time study 
departments; union engineers making independent studies; in many cases 
mutually selected consultants engaged in setting standards of performance. 
Several plants have organized their own instruction programs and the 
techniques of motion and time studies are taught to groups of employees. 
These far-sighted measures have greatly enriched the quality of labor rela- 
tions and general plant morale. 

(b) Supervision 

Such instruction programs cannot overlook another important link in 
management-labor relations, namely, the attitude and co-operation of super- 
vision. 

Executive attitudes and company policies are communicated to em- 
ployees, and are usually interpreted for them, by their individual supervisors 
or foremen. Foremen, therefore, must sit in around the counsel table, be 
encouraged to express their opinion and be given every assurance that 
management is sincere and open-minded. We have obtained best results 
where foremen take an active part in motion and time study work and for 
this reason encourage their participation. 

(c) Facilities 

In the process of creating a finished product, men alone cannot do the 
job. Adequate consideration must be given to the facilities and their rela- 
tive productive capacity. Unless the plan and machinery have been care- 
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fully maintained, it is not advisable to attempt motion and time analyses 
before an examination of the facilities is made and necessary improvements 
or repairs undertaken. 

If management is undertaking a program of modernization, it is desir- 
able to perform the broader “methods study” analysis preceding any detailed 
motion and time study work. This would involve: 

1. Standardization of jigs, fixtures, equipment, etc. 

2. Production scheduling (machine loading). 

Working conditions. 
Layout. 
5. Materials handling. 


a Ue 


6. Operation specifications. 


Important Steps in Motion Study 

Following the important preliminary work of “‘setting the scene’ for 
the job, we come to the actual performance of motion study. In a search 
for correct motions these are essentially the steps to follow: 

1. Construct a chart using symbols which will enable you to visualize 
the relationship of each movement or part of the operation in question. Are 
all the parts necessary ? 

2. Divide the entire work of the operator performing the job into 
simple elementary movements:—walk to tool room, get tools, return to 
machines, etc. Can any movements be shortened or eliminated? 

3. Study each of the remaining steps, one after another, as performed 
by several operators. Here it is necessary to make a detailed analysis of 
motions pertaining to each of the hands. All hand work can be broken 
down into eighteen subdivisions, each referred to as a “therblig.’’ Such 
operations as searching—either with eyes or the hands,—selecting, trans- 
porting, assembling, etc., are all considered “‘therbligs.’’ As the study 





progresses, all unnecessary and useless steps should be eliminated or more 
effective motions substituted. 

4. The experienced analyst will not hesitate to ask questions based 
upon certain fundamental laws of motion economy. These cover such points 
as idleness, reaching, holding, rhythm ef work, location of tools and parts, 
and other accepted principles. 

5. Finally the motions which require the least effort, the least time, 
and produce the best results should be combined to give the nearest approach 
to an ideal performance. It is then essential that the operator be instructed 
and guided until he has developed proper work habits. 


Important Work in Time Study 


Having convinced ourselves that the motions used in performing an 
operation are the most effective, the next important phase of analysis is to 
time the operations and establish basic data. The important steps are: 

1. Analyzing the operation in order to determine the elements, or 
parts of the operation. 

Timing each of these elements. 


tr 


3. Rating the skill and effort of the operator. 
4. Making allowances for factors beyond operator's control. 
5. Setting standards based upon (1) to (4) above. 
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To date, the stop-watch is by far the most commonly used instrument 
in this procedure, although recently we have witnessed the development 
of the electric clock and the Marstochron (an electrically operated tape on 
which marks are made to indicate time of each element). Progress and 
improvement is also being made in the techniques applied as well as in 
the tools employed. These changing techniques are rapidly increasing the 
acceptance of time study work. 

At present a source of constant friction in time study is the modifica- 
tion of results to compensate for the degree of effort and speed shown by 
the operator during the study. Some of the methods that have been de- 
veloped are known as: mathematical formulae, leveling, speed, effort or 
tempo rating. Unfortunately none of these have yet reached the degree 
of reliability where they can be applied with a certainty that the results 
will be universally accepted. Recognition of this problem has already been 
made by the Society for the Advancement of Management in appointing a 
committee to explore the possibility of establishing uniform techinques 
for rating operators during time studies. We can expect some valuable 
data as a result of this committee’s work. 


Conclusion 


In this present emergency, the need for speeding up the output of 
defense material has placed greater emphasis on this phase of industrial 
engineering. How can each defense operation be performed at a faster 
rate, and with less effort? What will be the production costs? When can 
we plan delivery? These are ail vital questions which can be answered 
oniy if the cost accountant and the time study man work together and apply 
accepted techniques properly. As a direct result of our present emergency 
program there are four things clearly discernible: 

1. More men will be trained to make motion and time studies. 

2. The principles of motion economy will be applied more extensively 

to new jobs before put into operation. 

3. There will be continued and outstanding improvement in the tech- 
nique of making time studies and in the procedure used to determine 
resulting standards of performance. 

4. Labor will accept the principles involved and will participate to 

a greater extent in this endeavor. 

Those of us who seek to make more universal the acceptance of motion 
and time study principles were interested and encouraged by a recent news 
item. In an issue of Business Week appeared the announcement that The 
International Ladies’ Garment Workers Union had launched its educational 
program for the twenty-fifth year, featuring a new course on production 
methods. In conjunction with this program a field staff gathers material 
on work habits, including time and motion studies for presentation to 
classes of its members. Here we can see, in reality, the acceptance of the 
principles and the willingness of labor to join management, and to mutually 
eliminate those causes which are inimical to their best interests. This join- 
ing of hands and meeting of minds cannot fail to answer the need of our 
present crisis and take us to a level of higher production, lower costs and 
a higher standard of living. 
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Annual Meeting Reports 


Report of the President and Directors, 1941-42 


Delivered at the Annual Meeting of the Society Held at the King Edward 
Hotel, Toronto, June 20th, 1942 


Gentlemen :— 

It is my privilege to report for the President and Directors on the 
activities of the Society during the year 1941-42 and I am indeed happy to 
report a most successful season. 

Finance 

The Treasurer will report a surplus on the year of $338.64 and while 
this surplus is not high, it is the first time the Society has shown a surplus 
for a number of years and I believe we are now on the way to many more 
successful years from a financial point of view. 

Membership 

The Secretary-Manager will report a net increase in membership of 102 
which is indeed a fine achievement and marks the fifth year consecutively 
that we have shown a real increase. This steady increase in membership, I 
believe, is evidence that our Society is fixed on a sound foundation and we 
may hope for a continued increase throughout the years to follow. 

Chapters : 

No new chapters were organized during the past year but all chapters, 
with possibly two exceptions, report most successful years. All are in a 
sound financial condition and many important and successful meetings are 
reported for the past year. Our Student activities continue to grow and 
this phase of our work grows in importance with each passing year. Rela- 
tions between the two Provincial Societies and the Dominion Society are 
in process of being solved with complete satisfaction, which is evidence of 
the splendid spirit prevailing throughout the Society. 

Your President visited Montreal, Toronto, Hamilton, Kitchener and 
Windsor chapters and your Secretary-Mahager visited all chapters, with the 
exception of Fort William-Port Arthur. 

Library 

Well over five hundred articles have been loaned from our library dur- 
ing the year and this library is becoming more and more a source of much 
satisfaction to our members generally. 

Employment 

More than fifty persons were placed in employment during the year anc, 
had they been available, many more could have been placed. There is, of 
course, a real shortage of trained and efficient Cost and Industrial Account- 
ants, a fact which means that we must redouble our efforts to train such men. 
Deaths 

During the year we have lost through death several prominent mem- 
bers. George Bowden, of Montreal, a popular Past President of the Society, 
died recently after a long illness and we shall all miss him. H. F. Glass, 
another prominent Toronto member, passed on, and the Society lost its first 
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member through death on active service in the person of Charles D. Hewson, 
a student member of the Niagara chapter who was killed on an operational 
flight over enemy territory. Just as this report is being compiled we learn 
with extreme regret of the passing of Milton A. Kranch, until recently 
Secretary of our Ottawa chapter and elected as Vice-Chairman at the annual 
meeting of that chapter. Mr. Kranch died suddenly after a short illness. 
He has been a most able worker and his passing is much to be regretted. 
To all those these members have left behind we offer our most sincere 
sympathy. 
Conclusion 

In conclusion may I express my sincere gratitude to my colleagues who 
have so ably co-operated with me during the past year. It has been a delight 
to serve such a grand body of men. My successor, and indeed all of us, face 
a most trying time in the future. Let us therefore redouble our efforts in 
every way so that we may not only do our utmost in the struggle before us 
but that we may prepare ourselves for the peace that is to follow. 


GEORGE APPLETON, 
President. 


Report of Honorary Treasurer 


Mr. President and Gentlemen: 

It is my pleasure to submit the financial report of the Society for the 
past year and it is particularly gratifying to report that we show a surplus 
for the first time since the year 1936. This surplus amounts to the sum of 
$338.64 and the accumulated surplus is now $984.97. 

The membership fees show an increase of slightly over $600.00; sales 
of back numbers of Cost and Management show a slight increase, but both 
subscriptions to Cost and Management and advertising sales are down. 

The subscription loss is due almost wholly to subscriptions to Russia, 
Sweden, Philippines and China being cut off, while the loss in advertising 
sales is due to the war. 

Examination fees show an increase and on the expenditure side the 
Secretary's travel expenses show an increase, while meetings expense show 
a decrease. 

Included in the travel expense account are items which last year were 
charged to meetings expense and in addition there are expenses involved 
in the Secretary's tour of Western Canada. 

I would point out that the sum of $372.93 has been shown on the 
balance sheet as fees paid in advance which should mean an even better 
showing next year. 


It is with great pleasure that I move the adoption of this report. 


W. H. FURNEAUX, 


Honorary Treasurer. 
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Report of Dominion Educational Committee 
1941-42 


The rapidly growing interest in our educational courses is evidenced 
by a 90% increase over last year in candidates writing the Society’s examin- 
ations. A total of 79 candidates passed successfully, 53 in Ontario and 26 
in Quebec. Three students submitted satisfactory accounting thesis and 
having met the other requirements, were presented with Degrees. One of 
these candidates was from Ontario and received the Degree of the Society 
of Industrial and Cost Accountants of Ontario. Two were from Quebec 
and received the Degree of the Cost and Management Institute. 


Examinations were held in April, 1942, at seven different points simul- 
taneously in Ontario and at two points in the Province of Quebec. Cities 
and towns represented by successful candidates are as follows: 


NOOUG: soca cscnsstecatescvcnsnxs 23 NE acd ees ec tinases 1 
PMOMEIBNE iscicssccesesssiocexsnsss 15 CRIB cic ccrccs husseateasiaccves 2 
RN cir dess ts tivescanctristsenctee 2 BE MRONG acscrtssvespeucnsceseorencan 1 
BTU ITEEE  sascasciisccessecseasnse 1 RRS csccduczasssvitusmnarsmeteass 1 
OT 2 1 
ETD odes shacscnasesnasacsscntn 1 26 
DCMI ss scchacebivesneiacncasens 2 1 





Record by Subjects 


No. of Successful 
Candidates Candidates 
Preliminary Examinations: 





RNa cacsiacésbedy cin cotienskestreotodcoriesasexientscisase 2 2 
RNR iS cave cncxoesesnnsdcodvnssisseeceeseysaterninceioseuseters 5 2 
OBE NCTE 5 saiscsscasstsccosnscdcgnessscenenssrnesssezenseseses 59 40 
Final Examinations: 

Industrial Organization and Management ............ 20 17 
Industrial Legislation ................e csaivcasutceivses 5 3 
Advanced Cost Accounting ass 25 15 
GOSt ACCOUBEGS “THESIS: «..ciscessccssssescsscesesscosssasonseese 3 3 

119 82 


There was an increase of 20% in student membership, and under the 
leadership of Mr. K. M. Horton, Vice-Chairman of the Educational Com- 
mittee, the organization of Student Sections was continued at various centers 
for group study and discussion. 

We have maintained and extended our contacts and working agree- 
ments with the universities of Ontario and Quebec. Plans for standardized 
correspondence courses are also under discussion. A preliminary educational 
prospectus has been drawn up and it is hoped will be ready for Dominion 
distribution at the beginning of the session next Fall. 

We look forward to an increased enrollment in our educational courses. 
The examinations and requirements are of a very high standard, uniform 
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throughout the Dominion, and, with legislative powers in Ontario and 
Quebec to grant degrees to successful candidates, the profession of Cost 
Accounting and Industrial and Business Management will be advanced, 
which is one of the important objects of the Society. 
P. W. WRIGHT, Chairman, 
Dominion Educational Committee. 





Examination Results 


The following are the successful candidates in the Spring examinations 
of the Society, under their various examination headings: 
BOOKKEEPING—30th April, 1942: 

Lagadec, F. J., Quebec; Marshall, Neville, Quebec. 
ACCOUNTING—29th April, 1942: 

Farrer, J., Jr., Ontario; Ogilvie, G. M., Ontario. 

FUNDAMENTALS OF COST ACCOUNTING—22nd April, 1942: 


Chartrand, M. - - Quebec 
Rheault, F. - - - - Quebec 
Marshall, W. K. - - . Quebec 
Faulds, E. K. - - . . Quebec 
Thomas,C. R._ - - - - Ontario 
Spence, R. - - - - Ontario 
Amedineau, G._ - . - . Quebec 
Farrer, John, Jr. - - : Ontario 
Heaton, S. L. - - : : Ontario 
Ray, E. W. - - - - Ontario 
Spence, C.G. - - - - Quebec 
Allen, W. R. - - - - Ontario 
Gardner, K. H. - . - . Ontario 
Bonham, L. B._ - - - : Ontario 
Downer, V. K. - - - - Ontario 
Gillan, M. KR. - - . - Ontario 
Duncan, N. H. - - - Ontario 
Armstrong, G. A. - - - Ontario 
Beckerman, I. - - - . Ontario 
Wilkinson, F. - - - - Ontario 
Barry, H. M. - - - - Quebec 
Evans, W. J. - - - - Ontario 
Wilson, H. - - - - Ontario 
Goldhar, M. - - - - Ontario 
Phillips, L. - . - . Ontario 
Lucas, A. - - - - Ontario 
Desroches, C. A. . - - Quebec 
Stephen, D. A. - - - : Ontario 
Green, H. E. - - - - Ontario 
Kirby, Gordon - - - - Ontario 
Hutcheson, J. E. - - : Ontario 
Prouse, W. E. - - : - Ontario 
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Forbes, R. C. 
Kindee, C. W. 
Lagadec, F. J. 
Marshall, Neville 
Mascuich, W. J. 
McArthur, C. A. 
Ward, W. R. 
McLaughlin, R. 


INDUSTRIAL MANAGEMENT—23rd April, 1942: 
Elliott, A. M 
Faulds, E. K 
Sheppard, C. E 
Bruce, A. W. 
Evans, W. J. 
Coombe, D. W 
Murray, C. E 
Caine, H. E. 
Madden, T. E 
Glad, J. G. 
Marriott, E. P. 
Bonham, J. T. - - 
Cox, 0. W. - - - 
Hormavirta, J. O. - - 
Daigneau, T. E. 
Laughren, W. A. - - 
Green, H. E. - - . - 


INDUSTRIAL LEGISLATION—April, 1942: 
Barry, H. M. 
Chartrand, M. 
Rheault, E. 
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Ontario 


Ontario 
Quebec 
Quebec 
Ontario 
Ontario 
Ontario 
Ontario 


Quebec 
Quebec 
Ontario 
Quebec 
Ontario 
Ontario 
Ontario 
Quebec 
Ontario 
Ontario 
Ontario 
Ontario 
Ontario 
Quebec 
Quebec 
Ontario 
Ontario 


Quebec 
Quebec 
Quebec 


ADVANCED COST ACCOUNTING—27th April, 1942: 


Chartrand, M. 

Smart, L. E. 

Smith, Rex 

Faulds, E. K. 

Caine, H. E. 

Downer, V. K. 

Marriott, E. P. - - - 
Wodehouse, H. G. 

Elliott, A. M. 

Gardner, K. H. 

Glad, J. G. 

Sheppard, C. E. 

Armstrong, G. A. 

Laughlin, W. A. . - 
Sidenius, R. F. - : “ ‘ 


Quebec 
Quebec 
Ontario 
Quebec 
Quebec 
Ontario 
Ontario 
Ontario 
Quebec 
Ontario 
Ontario 
Ontario 
Ontario 
Ontario 
Ontario 








Our New President 





PERCY W. WRIGHT 
Newly elected President of the Canadian Society of Cost Accountants and 
Industrial Engineers, elected at the Annual Meeting of the Society at 
the King Edward, Hotel, Toronto, June 20th, 1942. Mr. Wright is 
with the Shawinigan Water and Power Company, of Montreal, and 
has long been a hard and efficient worker of the Society. He succeeds 
Mr. G. Appleton, of Toronto. Under his able guidance the Society 
expects to reach a new high in membership during the year 1942-43. 
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Excess Profits Tax 
Address by G. E. FOOTIT, C.A., 


Income Tax Department, Ottawa, 


To Society of Cost Accountants, Fort William-Port Arthur Chapter 
Prince Arthur Hotel, Port Arthur, June 16, 1942 

In the course of my address I shall be referring to the following: 

1. Standard Period. 

2. Standard Profit. 

3. Taxation Period. 

4. Capital Employed. 


Let us first of all ascertain that all of you are familiar with the mean- 
ing of each of these terms 

(a) Standard Period means the period comprising the calendar years 
1936-1939 inclusive, or such years or parts thereof since the 1st of January, 
1936, which the taxpayer was in business. 

Provided that where the profits in any one of such calendar years after 
adjustments as provided in Section 4 of the Act were less than 50% of the 
average of the profits for the remaining years of the Standard Period may 
designate as his Standard Period for the remaining years. 

(b) Standard Profits means the average yearly profits of a taxpayer in 
the Standard Period. 

1. Provided that for the purpose of this section, profits shall be deemed 
to have accrued on an equal daily basis throughout any fiscal period or 
portion thereof. 

2. Provided further that losses incurred by the taxpayer during the 
Standard period shall not be deducted from the profits in the Standard 
period, but the years of losses shall nevertheless be counted in determining 
the average yearly profits during the Standard period. 

3. Provided further that a taxpayer's Standard profits shall not be 
deemed to be less than $5,000.00 before any adjustment is made in accord- 
ance with the Act. 

(c) Taxation Period means the period subsequent to January 1st, 1940. 

(d) Capital Employed in the Standard period is the capital at the close 
of the years 1935-36-37-38 or at the beginning of the 1936-37-38 and 1939 
periods as the Statute states. 

In order to make the problems as simple as possible, I have drawn up 
an example which covers the main points involved in computing Capital 
Employed, Standard Profits, Adjustments and Calculation of Tax Payable. 


STANDARD PERIOD 


Revised 
Assessed Profits Prior Adjustments Standard 
to Adjustments at 714% Profits 
1936 $ 10,000 00 Add $ 6,000.00 
1937 115,000 00 Add 4,500.00 $119,500.00 
1938 118,000.00 Subtract 1,500.00 116,500.00 
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1939 127,000.00 127,000.00 
$370,000.00 $363,000.00 


Divided by 3 
Revised Standard Profit: $121,000.00 


CAPITAL EMPLOYED 
Jan. 1st or 
Beginning of Fiscal 
Period ending in: 


1936 $100,000.00 74%4% of $ 80,000.00 $ 6,000.00 Add 
1937 120,000.00 714% of 60,000.00 4,500.00 Add 
1938 180,000.00 744% of 20,000.00 1,500.00 Subtract 
1939 180,000.00 


CAPITAL EMPLOYED JANUARY Ist, 1936 


Cait S tO Cle 5acnscsscsiscesvccctussuvestualspuratensviarmoer eatteesderneee $ 90,000.00 
SUBBIG ascsaes cscs cca ssicvasecccsscerecscontenevevacescces deccasorextessttieecelecate 25,000.00 
COPEL SUR LOS cae assscaxciscstncsansesnatecaccueateraeauatectsseentinintes 10,000.00 
$125,000.00 

Less: 

Income ‘Fax: Liability not set py ....cccccsccievaseecesssosenceanees $ 10,000.00 
Investments tn Canadian): StOCkS: <.cc.ccccccésscccssaccsenssstsncntecss 5,000.00 
Wit DE OCUCERVE ASSO bee os sccyascscsecensceccrsetessasseesineaesens Aotacenteres 10,000.00 


Such as: Vacant land, goodwill not paid in cash, 
or like values, non-interest bearing advances 
to shareholders, etc. 


GUsGVEMCOE We WRN cos acecncisceteces<saseoeck ioc iepaxcdsrsacereaceaeseaeeireete 2,000.00 
Excess of Net Book Value of Fixed Assets over Dept. 

PGE: “Wai oosacccscccecssccedsccasnuscasecetescsneatcctversnescedaiesseens 3,000.00 
Where Government has given a Subsidy to build the 

BOBO cs sks censcrieexccnusdqecnatcnsecsccdivskacscoveusserwisumuataugeiontence 5,000.00 

$ 35,000.00 

Add: 
Reserve for: loss: On: In Vestiients)<..ccscccscssceccscescoxencocecatscectacatecscossscorines 10,000.00 
Capital Employed as: above January Ist, 1936: ..:..:...:.ccsssosssesessasesenss $100,000.00 


It can be seen that we have increased our Standard Profits in the 
Standard Period by means of 7%4% adjustments to the extent of $1,000.00, 
arrived at as follows: 


Assessed Profits Prior to Adjustments 


1936 Eliminated as it was below 50% of the average 
of the three remaining years. 
1937 115,000.00 
1938 118,000.00 
1939 127,000.00 
$360,000.00 


Divided by 3. $120,000.00 
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Adjusted Standard Profits per our Schedule 
1936 Eliminated as it was below 50% of the average 
of the years remaining. 


1937 $119,500.00 
1938 116,500.00 
1939 127,000.00 

$363,000.00 


Divided by 3 $121,000.00 
Now we come to Capital Employed in the Taxation Period 

This is taken from the Balance Sheet at January 1st, 1940, or at the 
beginning of the fiscal year ending in 1940, where the fiscal period does 
not coincide with the calendar year. 

Capital employed in the Taxation year is calculated in the same manner 
as in the Standard Period with the following further adjustments that are 
only given effect to, in the Taxation Periods. 

Let us say at January Ist, 1940, our Capital Employed per the Balance 
Sheet and after giving effect to the same adjustments as in the Standard 
Period amounted to $175,000.00. Then this must be adjusted by means of 
the following, which apply ONLY in the Taxation Period: 

Capital Employed at January Ist, 1940, before special adjust- 
ments applicable only to the Taxation Years ..$175,000.00 





Add unpaid Dividends at December 31st, 1939 .......scscsessessseeseseeeees 5,000.00 
$180,000.00 
Less %4 Dividend paid in 1940 ($40,000.00) 0.0... ceceessesseeeseseees 40,000.00 


$160,000.00 


Capital Employed at January Ist, 1940, then 18 .........cccsseseeseeees $160,000.00 
Capital Employed at January Ist, 1939, was. .............sssccsssesssssescesses $180,000.00 
Capital Employed at January 1st, 1940, 18 ........cesesessseseseeeseseneeenenes 160,000.00 
Decrease in Capital Employed ................... saiciaiibenhceliimaaaae $ 20,000.00 
Decrease at 714% on $20,000.00 would be 00.0........ccceeestcssseeeeeeeenees $ 1,500.00 


However, since the upward 74%4% adjustments in the Standard Period 
were only $1,000.00, the downward adjustments at 714% in the Taxation 
Periods are limited to $1,000.00, not $1,500.00 which is 74%4% of the de- 
crease in capital employed in the Taxation Period, unless the downward 
adjustment is accompanied by a corresponding reduction in capital stock 


in which case the Adjusted Standard Profit was ..........ccseeeeeees $121,000.00 

Fee yy CNRS AO POO sic, cares hvcse sce ss esycscdaadvensevesisinadasscitacnenten aap 1,000.00 

Rewised Standard Praht Lol WOO: ovssisicisscvssccscscssvacssesseoswcasscssanesionscsasste $120,000.00 
Calculation of Tax—Part 1 

Let us assume the 1940 Assessed Profits Were ..........:ccccccccsseseseesees $200,000.00 


Point ate UA sarah INO ass cecsecs cas ssn eeaaedtsons convo esdh anaatvgnimsaleMeatenaaeteae $ 24,000.00 
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Calculation of Tax—Part 2 


IPSBOSSOCE ROAR BORG 55s sskcscts ce ccovecsdecs sausages nasec estes $200,000.00 








Less: Revised: Standatd Profit for: 1940) <i.cc.cc. cess scasscsdescevsctectaccecereees 120,000.00 
Income for 1940:in) Excess: of Standard <...:c2:. 0ssc5cccssvossnesonvesteneseecensers $ 80,000.00 
Less Income Tax at 18% om $80;000:00) ..:...c0sccccsscsscccssscovssccocsessosseses 14,400.00 
Net amount subject to Excess Profits Tax «......:c0::cecssssesesssssessecses $ 65,600.00 
Excess: Profits Tax: Payable at: 7590: osissccscisccecosscssvietsssarvectesseastusteres $ 49,200.00 


Since the tax payable under Part 2 exceeds that calculated under Part 
1, then the company has to pay whichever is the greater, which in this case 
is $49,200.00. 

In many cases it has been found that auditors deem their clients to be 
exempt from Excess Profits Tax due to the fact that the assessed profits are 
below $5,000.00. 

However, in determining whether a company is exempt, the following 
items must be considered: 


Let us say the assessed company profits are ..........cccccceesseeseeeteeeeeee $ 3,500.00 
did shigtenolders® SQlagie sic. caeisscssccccnssgvecsccessavs snavscesccdnoeasatiomncenttece 3,000.00 
Directors’ {6s to: shareholders: <.cis.sccasesceiecsevsssxeeesstessyeseonce 200.00 

Interest paid on shareholders’ advances ...........:c:ccceceeees 300.00 

Profit on rent paid to a shareholder...............ccccccsceseeseseees 175.00 

$ 7,175.00 


You can readily see that the profits are now well over $5,000.00 and 
therefore the company is subject to Excess Profits Tax of 12% on $3,500.00. 

Please note that the $5,000.00 under the first part is not pro-rated as it 
is under Part 2. 





At the recent Annual Meeting of the Society it was 
decided to publish a permanent Honour Roll in '’Cost 
and Management’ of members who have enlisted for 
Active Service during the present war. Chapter Secre- 
taries and members who know of any such enlistments 
are urged to notify the Secretary-Manager at 600 
MacKay Building, 66 King Street East, Hamilton, Ontario, 
giving full details in order that such a list may be com- 
piled at the earliest possible moment; also members 
who have already enlisted or who later enlist should 
notify their Chapter Secretary or the Secretary-Manager 
of the Society immediately, giving rank and unit. 




















Situation Wanted 


Married man with good experience in Industrial and Cost Accounting, 
Public Accounting and Office Management would like a position in Ontario 
with sound company engaged in essential industry. Thoroughly experienced. 
Apply Box 76, ‘Cost and Management.” 
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COST AND MANAGEMENT 


The New Budget 


The 1942 budget proposals have caused quite a few headaches already 
and will undoubtedly be the cause of many more. 

In general, however, the new taxes have the approval of most people, 
although in the lower income brackets there has been a lot of argument as 
to the advisability of such high taxation and many cries of “waste”, which 
may or may not be to the point. 

In some quarters, too, we have heard disapproval of the raising of the 
Excess Porfits Tax despite the refunding clause and also of the compulsory 
savings plan for income earners. 

Generally speaking, Mr. Illsley appears to have done a good job but 
there is one thing with which most people disagree and that is the pyramid- 
ing of taxes by forcing people to pay income tax on income tax. 

Formerly income tax was paid on National Defence Tax, now called 
the Normal Tax, and the same principle applies in the new budget. It is 
all very well to say that the money has to be raised and that the wage and 
salary earners would have to pay it in increased income tax; that may be 
very true, but the principle remains wrong. 

Another point which has caused much criticism is the fact that married 
men with no children are allowed but $150.00 per annum over a single man. 
If Mr. Illsley thinks he can keep a home and a wife on that sum he had 
better try it. Municipal taxes for the home approximate in many cases more 
than that sum and in addition there is the wife to be supported. 

On all sides, also, one hears criticism of the necessity for such high 
taxation. There is a distinct feeling that much of the money raised is not 
being put to the best use, that we have too many—far too many—bureau- 
cratic boards with little or no co-ordination. 

However that may be, and perhaps there is some truth in these asser- 
tions, the fact remains that there would be far less criticism if the war had 
really been brought home to the Canadian people. The government has done 
a very bad job of advertising the war effort and the necessity for it. 

If the Canadian papers were full of casualty lists or if the Canadian 
forces outside the Air Force and the Navy were engaged in real grips with 
the enemy there would be far less criticism. In short, if the people could 
see anything for their money they would not mind the sacrifices near so much. 

It is all very well to point to so many million dollars’ worth of contracts 
for this and that but that isn’t enough. 

The people should have long ago been educated as to exactly what 
was being done with the money they are forced to contribute. 

We do not mean that every little thing purchased should be advertised, 
not by any means, but actually how many people in Canada know much about 
our war effort. 

Then, too, there is strong criticism of the lack of knowledge as to when 
the new taxes are to apply and when and how they will be collected. 


Not much information has been given out regarding this but we give 
below the first news which has emanated from Ottawa in this regard. 


Industrial accounting staffs, already with their hands more than full, 
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HANDISET 
FORMS 


As shown in the sketches, Handiset 
Forms are  multi-copy business 
forms, with fresh, inexpensive car- 
bon paper already interleaved. Come 
in unit sets with carbons and forms 
glued at stub. 


After typing or writing, the forms 
and carbons are snapped apart— 
carbons remain affixed to stub— 
forms loose. Copies which require 
additions or extensions may be left 
with carbons affixed—for subsequent 
typing or writing. Fingers neve: 
touch carbons. Used for typed 
records in any typewriter, billing 
machine, accounting machine or 
tabulator—or for handwritten rec- 
ords, loose or in books. Eliminates 
all carbon stuffing, jiggling in align- 
ment and unshuffling. 
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port any change of address 
to the Secretary, at 600 
MacKay Bldg., 66 King St. 
East, Hamilton, Ont. This 
will facilitate receipt of 
“Cost and Management” 
and will greatly assist 
Head Office. 


This notice also applies 
to members who join the 


Forces. 

















THE NEW BUDGET 


will have to devise ways and means of doing far more additional work with 
depleted staffs. 

They realize, however, that the job has to be done and perhaps the 
Canadian Society of Cost Accountanis can and will assist in many ways. 
The proposal has already been made and will certainly be acted upon, that 
the Society sponsor a series of public meetings, similar to those held last 
year in connection with Unemployment Insurance. Another proposal is 
that committees be set up in each chapter to study ways and means of co- 
operating with the government and in devising ways and means of standard- 
izing payroll deductions, etc., in connection with the new taxes. 

The first news given out by Ottawa provides for the deduction of a 
portion of the new taxes from salaries and wages commencing on the first 
pay in September next. The deductions for the present year will last until 
August, 1943, and the taxpayer will then have to file his returns and pay 
the balance owing. The new taxes are retroactive to January 1st, 1942. 

At a recent conference between tax officials and employers the following 
points were, to some extent, clarified: 

1. Employers will begin on the first pay day in September deducting 
regular amounts from employees’ pay—enough to cover the full amount of 
income tax which the government keeps in addition to the one-third of the 
tax portion which is compulsory saving and refundable after the war. 

2. The employee must file his tax return by September 30th and the 
employer must file a statement of salaries and wages of his employees by 
October 15th. 

3. The employer must notify each employee of the return being made 
for that employee, so that employer and employee returns conform. 

4. Employers must make a return on each employee whose salary or 
wage is three-quarters of the employee’s income. 

The new tax rates are retroactive to January 1st last. The payments, 
which start in September, continue until the end of August, 1943, meaning 
that the tax on 1942 income is not paid in full until that time. 

The provision whereby the employee must file his tax return by Septem- 
ber 30th will provide the Income Tax Department with information as to 
the individual’s income for the year 1942. 

It was presumed that employers would make deductions from every 
salary or wage payment, whether employees are paid weekly, bi-weekly or 
monthly. 

Under the income tax provisions of Finance Minister Illsley’s 1942-43 
budget—covering income of the 1942 calendar year—taxpayers may deduct 
from the amount payable to the government the sum paid out for life insur- 
ance premiums, superannuation fund payments and payments on mortgage 
principal, with the proviso that the deduction must never exceed the refund- 
able portion of the tax. 

Letters to C. Fraser Elliott, income tax commissioner, have indicated 
that many Canadians feared the tax instalments taken off by their employers 
would be for the full amount of tax, including the whole refundable portion. 

It will be up to the taxpayer himself to straighten up with the income 
tax people for the two-thirds of the compulsory savings which is not deducted. 
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Cost and Industrial Accountants 


There is no time like the present to commence preparations 
for the spring examinations in Bookkeeping, Accounting, 
Cost Accounting and Business Organization and Manage- 
ment, held by the Canadian Society of Cost Accountants 
and Industrial Engineers. The Shaw course will prepare 
you for these examinations and a postcard will quickly 
obtain complete information. 


PREPARE NOW 
DO NOT DELAY 
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SHAW SCHOOLS LIMITED 
BAY AND CHARLES STREETS 
Toronto 
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THE SHAW WAY 
THE SURE WAY 
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CONTROL-ITIS! 


By H. REGINALD HARDY 
(With the usual apologies) 
From THE NATIONAL MAGAZINE 


If you can pick your paper up to-morrow 

And smile to learn some new control's been set, 
And grin to hear the government will borrow, 

To speed the job, yet one more brainy pet! 
If you can tell yourself it’s really jolly 

How boards and bureaus spring to life each day, 
And then persuade yourself ’twould be a folly 

To miss a single word each has to say. 


If you can meet each fresh announcement bravely, 
Can laugh right out and take it on the chin, 
Nor scowl a bit when statesmen warn you gravely 

You SOON may have to pull your waistline in! 
If you can figure out the forms they mail you, 
Priorities and licenses and such, 
And still your health and reason do not fail you, 
And you can sleep at night nor toss too much. 


If you can name last week’s administrators, 
Can call controllers as of yesterday; 

Can sort out steel and soap and soup dictators 
And do it in a sane and friendly way; 

If you can keep your head while press-releases 
Descend upon you like an inky sea; 

If you can keep from going quite to pieces 
At each fresh outburst of Bureaucracy! 


If you can smile when everyone about you 
Seems bent on grabbing everything you've earned; 
When tax-collectors arch their brows and doubt you 
And raise the ante, cool and unconcerned! 
If you can keep abreast of each new ruling, 
And come up limp but smiling at the end, 
Then you've got everything it takes, no fooling! 
You must be Superman himself, my friend! 


221 








COST AND MANAGEMENT 





















Buy | 

WAR SAVINGS | 
STAMPS “4 
Regularly | 























ATTENTION! 


From time to time we receive requests from our 
Western Chapters to have Eastern members who may be 
visiting the West, call on our Chapters there. Any mem- 
ber who can address the Chapters and is willing to do 
so will be doubly welcomed, but members who merely | 





wish to pay a courtesy call will receive a royal welcome. 
Remember the fellows out West are far away from Head- | 
| quarters, and a visit on your part when in the vicinity 

will do a lot to help them. 
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